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1.1	Background of the Problem
Delivery of socio-economic services such as Health, Water, Education etc., depends on efforts of various governments to ensure that there is reliable sources of revenue. High demand for social economic services calls for huge expenses to be financed by various sources internal revenues inclusive. Despite that governments have established various sources; the process of collection is hampered by various factors such as poor financial records, lack of enough equipment, inadequate staff, resistance of tax payers to pay revenue, failure to carry out feasibility study and failure to notify people on time of their dues. This study, therefore aims to address these factors.

The sources of revenue in Local Government Authorities are internal, external revenues and loans. The internal revenue comprises of both tax and no-tax revenues, while the external revenue is essentially grants from different sources. Loans on the other hand, are divided into domestic and foreign, (URT, 1998). Internal revenue sources consist of tax and non-tax revenues. These are domestic revenues, which are used to finance the recurrent and development expenditure at council level. Tax revenues consist of income tax, sales tax, excise duty, customs duties (import duty and export) and miscellaneous indirect taxes charged at council level. 

The main sources include retailing businesses such as small and medium shops, Hotels, bars and restaurants, coffee cess, fish licensing fees, Bus stand fees, service levy, guest house levy, Banana fees and forest charges. These sources form the major part of the recurrent revenue, which is used to finance recurrent expenditure (URT, 1998). Main sources of revenue in Local Government Authorities are Block grants, Own sources and donors. The other different types of revenues are; income taxes (pay as you earn, complex tax, shipping taxes, capital gains tax, excess profit tax and single trade transaction tax), sales tax, excise duties, custom duties and miscellaneous taxes. Non-tax revenue covers payments in exchange of goods and services provided by the Government, including Parastatal dividends, royalties, fees, other charges and appropriation in aid. An external source includes foreign aid, loans and development revenue (URT 1998).

In each district, revenue forecasting is done for every category of tax and non-tax revenue taking into account relevant factors for each type of revenue as described earlier. Besides the receivers of revenue, tax departments, starting with internal revenue, as officers are required to estimate the revenue to be collected by them during the financial year on the basis of existing rates of taxation. Always revenue is supposed to match with expenditure. If it does not meet the target the reasons for variances between the budgeted revenues and expenditure should be established and corrective measures are to be undertaken. (URT, 1998)

In order to facilitate revenue collection the receiver of revenue is required to ensure that adequate organization structure exits for the collection of revenue and that proper account of revenue collected is made to the Paymaster General. Paymaster General also needs to make sure that proper safeguard of all revenue collected is available, correct charges are made and existing laws and regulations are followed. According to the government regulations the responsibility for collecting revenue lies to the Head of Divisions who are also responsible for rendering proper accounts of the money collected, but if necessary the Collector of Revenue, may appoint sub collector (agents) to do so.  In this case the Collector of Revenue will ensure that the sub-collectors (agent) have received proper instructions and procedures to be followed in discharging their duties. The sub-collectors are responsible to the observance of those instructions and procedures (URT, 1998). 

Apart from all these procedures and regulations that assist revenue estimation and collection, the Muleba District Council like many other Council, does not achieve its targets, the abolishment of many local revenue sources, especially business licenses in 2004, made councils increasingly depending on central government grants (URT, 1998). For instance, in 2010 Muleba District Council raised only about 80% of the total revenues from its own sources. A similar picture of limited local autonomy applied with respect to expenditure, since the grants from the central government were conditional and in general earmarked for specific activities (Fjelstad, 2004).

1.2	Trend of Revenue Collection Performance of MDC 
For the five consecutive financial years i.e. 2008/09 - 2012/2013, the trend of collection performance was not good since the difference between the estimates and actual collection was growing from a deficit of 7.2 percent in 2008/09 to 16 percent in 2012/13. For example in absolute terms, in 2008/09, MDC estimated to collect TShs. 688 Million but actual collections was TShs. 638 million. The deficit kept on growing to more than double in the financial year 2012/13 whereby the estimates was TShs. 2,085 Million while the actual collection was TShs. 1,759 Million. (MDC, Revenue reports 2008/09-2012/13).

According to the Report of the Controller and Auditor General on the Financial Statements of Local Government Authorities for the Financial year ended 30th June 2012, there was non collection of revenues at Muleba District Council whereby there was outstanding tax revenue accruing from coffee cess, fish licensing fees, Bus stand fees, service levy, guest house levy, Banana fees and forest charges. The CAG report recommended that the Council should do thorough feasibility study before entering to any Revenue Collection Contract, and all contracts should be reviewed by competent lawyers before the council signs the Contract Agreement. (CAG, 2010).

Despite deficits of under collection of revenue as discussed above no many studies have been carried out to find out the real cause of the perpetual decline in revenue collection. As a result a gap exists between the councils’ initiatives to increase revenue and the actual challenges on the ground. This study seeks to bridge the gap. The study will identify the factors contributing for under-collection of revenues in the local Governments and specifically at Muleba District Council.

1.3	Statement of the Problem
The government of Tanzania finances its budgets from internal revenue, external revenue and loans. Local Government Authorities have various sources for revenue collection. In recent years, the financial and economic crisis has spurred a demands for generating financial sustainability in public administration, which is a factor of particular  significance in local government finances.  
This study focuses on the factors affecting collection of revenue in Local Government authorities for the following reasons; first, because our understanding of this question would be entitled by greater attention to institutional detail, with particular respect to the context of local government, with particular respect to the context of Muleba District Council.

In accordance with numbers prior empirical studies of local public finance, Zafra et al., (2009) and Guilaamon, et al., (2011), I chose to examine, exclusively Muleba District Council with relatively a population of 280 people. Paper had been published on line by German Institute for Development Evaluation, Bonn, German (2014) on tax collection in development countries – New evidence on Semi-Autonomous revenue agencies (SARAs) mentioned that; International pressure on developing countries to staple up domestic revenue mobilisation have been growing recently (Di John, 2001); DEED, 2010), but many government find it difficulty to comply.

Local Government in most countries tend to have limit capacity to collect taxes.  Existing theory explains that tax collection performance as a function of political, social economic and cultural factors, this was compounded in a paper (Mayoral Public in Colombia Local Government” Nicolai P. (2014). The collecting revenues, a local government count on two types of resources, those external to its jurisdiction and those internal to it. External revenue seeking might be appealing, but local government have all limited influence over the funds they received from external resources. Hoever very little is known in terms of factors affecting collection of revenue in Muleba District Council, therefore this study intends to fill this gap.
1.4	Research Objective
1.4.1	General Objective
The general objective of this research is to make an assessment on the factors affecting collection of revenues in  Muleba District Council (MDC) as a case study.

1.4.2	Specific Objectives
Specifically the study aims to the following objectives;
i.	To identify sources of revenue at Muleba District Council and volume of collection by source.
ii.	To identify actors and mechanism involved in revenue collection.
iii.	To establish factors determining collection of revenue in the study area.
iv.	To examine challenges facing MDC in its effort of revenue collection.
v.	To identify and explore the measures to be taken by Muleba District Council to improve revenue collection.

1.4.3	Research Questions
In line with the problem statement, five research questions have been developed. These are:
a)	Does the council identify all sources of revenue and the estimated volume of collection?  
b)	Does the mechanism for revenue collection and its actors put in place? 
c)	Does the council establish known factors for determining collection of revenue in the District? 
d)	What are  the challenges facing MDC in its efforts of revenue collection ?  
e)	Are there any measures/methods taken to reduce the problem of under collection of revenue?

1.5	Significance of the Study
This study is timely. Its findings will enable the district planners and decision makers to rethink the way they plan and set their revenue targets so as to be more precise. It will also provide alternative solutions for the effective revenue collection.

1.6	Scope  of the Study
The study covered Muleba District Council. A researcher approached the local government officers in various departments of Muleba District Council ,WEO’s and Businessmen involved in the collection of revenues since the study mainly focused on revenue collection at Muleba District Council.

1.7	Limitations of the Study




The United Republic of Tanzania has a two – tier system of Government. The Central Government system and the Local Government system.  Local Government includes cities, municipals, towns and district councils.  As at 1961 there were three categories of Local authorities in the country namely, native authorities, district and town councils created under the Local Government Ordinance of 1953 and two Municipalities of Dar es Salaam and Tanga.

2.2 Definition of Revenue 
Revenue is a result of planned target through budgets whereby the estimated revenues are involved in the budget, (1991) which highlights that the cash budget consists of the estimates of cash receipts and cash payments arising from the planned levels of activities and use of resources which are considered in the various budget.  The cash budget is a complete survey of the financial implication of expenditure plans of both a current and capital during the year.  Moreover, by comparing the anticipated outflows of cash with the expected inflows, the cash budget enables management to anticipate any deficits so that the necessary financing arrangement may be made, and to decide upon a policy for placing cash surplus.

2.3 Revenue Collection in LGAs in Tanzania 
In district councils, it is organized around three levels, namely the council headquarters, the wards and the village levels. At Muleba District Council headquarters the responsibility for tax collection rests with the council treasury headed by the Treasurer.  At the ward levels, the responsibility rests with the office of the Ward Executive Officer (WEO).  The WEO also handles developmental issues and law – and-order functions at that level.  In wards with greater revenue potential there will also be a ward revenue collector (WRC) to support the WEO.  At the village level, the responsibility rests with the office of the village executive officer (VEO).  The VEO is also responsible for supervising village developmental activities and to maintaining law and order.  In addition, the VEOs often function as secretaries of the Village Councils.

2.3.1	Local Government Finance
There are different sources of revenue for the local government as it is indicated by URT (1998) that the Road Fund is currently the primary source of revenue for the district road sector. In theory it is only available for road maintenance, but in practice the districts have used it for all road related activities.  The main use is probably periodic maintenance, spot improvements and emergency repairs.  The Road Fund has been in existence for many years, however as part of the road sector reform process a new dedicated and ring fenced fund was established, managed by a semi – autonomous Road Fund Board as from the year 2000.

The Government’s resource is made up of domestic revenue, donor’s fund, and other resources such as borrowing.  It is expected to increase from Tshs 4,176 billion to Tshs.4650 billion from F/Y 2006 to F/Y 2007. This is an increase of 11.4%. Adjusting for an inflation rate of 4.4% reveals a real projected increase of 6.7%. The donor’s share of the budget is projected to increase from 41% to 46% due to additional debt relief. The share of the budget covered by domestic revenue is also projected to increase, from 49% to 51%.  The share of financing from mother resources, including non –bank borrowing, privatization funds and infrastructure bonds, is expected to decrease from 95% in F/Y 2006 to 5% to F/Y 2007. This is caused by a decrease in borrowing and a lower income from privatization compared to the current year (Policy Forum, 2006).

2.3.2	Local Government Sources of Revenue
The local government authorities have powers to tax and set rates for levies, fees and charges by making by –laws prescribing them.  The contents of the by-laws have to be set within the limits defined by the Minister responsible for local government in consultation with the Minister for Finance.  The budgets prepared by the local government authorities have to be submitted to the Prime Minister’s Office – Regional Administration and Local Government for approval.  The local government authorities’ sources of revenue consist of:

Local government authorities own source resource collections including: Fees including tax registration, bus stands, forestry products, valuation, scaffolding, inoculation and ambulance; licenses including liquor; property taxes and rents - charges including refuse collection, hire of vehicles, markets; fines and others including sale of assets and recovery of public funds (LGFA, 1982). Intergovernmental transfers including Development grants and Sector basket funds; and Local borrowing including money borrowed from local Government loans Board.
2.3.3	Revenue Sources Available to Muleba District Council
The Act also provides the Councils with authorization to mobilize and manage revenues to fund their operations.  The councils in the country whatever they do the overall long term development goals of councils or institute without revenue cannot survive.  There are two major sources of revenue namely internal/own source and other sources as follows:

2.3.3.1	Revenue to Councils 
Muleba District Council revenue sources include taxes, licenses and charges.  Taxes comprise Property taxes, and hotel/guest house levy.  License fees including Licenses and permits on business activities, title deed Charges and fees including market fees and charges, cost sharing, advertising billboards, motor vehicle parking, Abattoir slaughter fees, meat inspections, fisheries and miscellaneous income (Budget Book of MDC,2011/2012).

2.3.3.2	Other Sources
Other Sources include both Central Government and Donors from within and outside the country. However sources from outside the council are not reliable because they depend on the circumstances in the areas.  Therefore own sources are more reliable and realistic.

2.3.3.3	Revenue Collection in Business Market
This is also another source of revenue to council according to by laws as stated above all business such as shops, kiosk, markets gambling should have business licenses for the operations and the amount which is charged as license fees are to be collected.
2.3.3.4	Revenue Collection from Fines and Penalties
Also people who fail to observe the legal requirement for the District Councils are punished by paying fines and penalties.

2.4	Key Stakeholders and their Responsibilities 
2.4.1	Actors Involved 
The main actors involved in the revenue collection at Local Government Authorities include: Revenue Accountants from LGAs – their main roles include: participating in budgeting of revenue sources to the council; mobilizing and coordinating in the data collection of the council revenue sources; making sure that all sources of revenue are collected as budgeted; making sure that all monies collected by revenue collectors are remitted daily to the main cashier and banked intact and controlling and supervising the receipts books management system as from printing, storage and issuing to users.

Revenue Collection Agents – these are agents who are collecting council revenue sources on behalf of the council. Before they are selected the council has to advertise tender through public magazines to indicate the need of revenue of collection agents and the qualifications required for bidders, after a given period of advertisement the council has to open all applications in a tender board meeting followed by the evaluation committee selects among the most best competent bidders and enters into the contract of collecting revenue with the council. The roles of the revenue collection agents are: taking the receipts books from the council after paying some money for printing costs; collecting revenue using rates which have been passed within the by-laws of the council; revenue collection agents have to pay performance security of two months soon after signing a contract; paying the council money in every month according to the contract agreement and preparing the report of their performance in every month.

Finance Committee – is responsible for the controlling and supervising the finance of the council; reviewing all changes proposed to financial procedures, considering and recommending changes to the rates of all taxes, fees and charges made by the council; considering and discussing the variances of income and expenditure from their budget; and Overseeing the contract implementation to revenue collection agents (LGFM, 1997).

District Executive Director – is the Accounting Officer and is responsible for: ensuring the existence of formal and satisfactory system of financial administration; securing compliance with the prescribed financial procedures by operating department; directing the work of Internal Audit Section; overall management of council’s revenues, expenditures, assets and liabilities; and ensuring compliance with all statutory guidelines for the financial management of council affairs (LGFM, 1997).

Planning Officers – they are responsible for Forecasting, projections and budgeting of revenues and expenditures of the council.

Councilors – Through full council meeting which have to meet in every 3 months have got the following roles: approval of budget by 31st May of each year; approval of authorization limits to the Director and finance committee; write off bad debts; approval of opening of Bank Accounts; approval of council’s by-laws; and approval of new tariffs, taxes rates and fees (LGFM, 1997).

Citizens – they are responsible for paying revenues according to the laws and by-laws of the council for development of various projects for the benefit of all citizens within the council. Also they expect to get better services from the council like health, education, water and roads.

2.4.2	Mechanism of Revenue Collection 
Revenue collection system start during budgeting process until banking of the money collected. Each Department in the council in collaboration with the Treasurer has to make a revenue budget of the revenue sources which fall under their departments. The budget of the revenue depends on the data collected from the ward level and the budget of the council have to be discussed by the council permanent committees and passed by the full council. After the revenues budget have passed by the council, tendering process  starts  by advertising in the public magazine the needs of revenue collection agents by specifying the time required to respond and other pre-requisites.

Tender board meeting will be called to open all applications after which evaluation committee will be selected  to go through all the applicants documents and to come out with the most best competent bidder who will enter into a contract with the council for collection of revenue on behalf of the council. Otherwise there are other sources of revenue which do not fall in the group of outsourcing. These sources are collected by the council staff at the council level, ward level and also at village level.
All of these revenue collectors have to collect receipt books from the office of the council treasurer and remit the collected money according to the laid down procedures and regulations.

2.4.3	Factors Determining Revenue Collection 
There are some factors when considered ensures efficiency in revenue collection. One of the area in revenue collection is fees and fare collection in the councils  Ensuring good fare collection, it is commented that a relationship exists between the amount of government support provided for operating a public transit system and the amount of revenue collected from the users of the system.  The relationship of subsidy versus user fee varies in each community and is based on policy decisions made by the local governing board.  This relationship is measured by comparing the revenue collected from the fare box relative to the operating expenditures of the system and is known as the fare recovery or fare return rate.  Fare recovery is influenced by three main factors; fare levels, productivity and efficiency.

Fare levels; The fare levels or structure influence the average fare collected per passenger and, in turn, the overall fare revenue collected.  By increasing the fares (or reducing the discounts) set for each of the rider categories, fare revenue can be increased.  Similarly, reductions in fares resulted in a net loss of revenues.  Changes in the fare structure also impact riders, with increased fares reducing ridership and reduced fares increasing ridership.  Given this, fare adjustments should be made with consideration to transit customers affected.

Productivity; The productivity of transit service is typically measured in terms of ridership per mile or hour of service.  Transit systems like Votran typically attempt to balance the obligation to maximize route productivity with service policies aimed at developing new markets, serving remote communities or accommodating disadvantaged populations. Decisions regarding route productivity should be made with consideration to social needs of the community and the transit customers affected.

Efficiency; Operational costs (fuel, labor, scheduling) are partly within control of Votran and partly a result of prevailing economic conditions.  Cost efficiencies are achieved through careful budgeting, monitoring and controlling of expenditures.  Cost efficiencies can be measured by operating cost per hour.

Following the analytical approach suggested by Levi (1988, 1997), the relationship between a Taxpayer and the Local Government includes at least three elements. First, there is an element of fiscal exchange, as payment of taxes and the provision of services may be interpreted as a contractual relationship between Taxpayers and the Local Government. A citizen’s decision to pay derives from her perception that the Local Government is trustworthy. Second, there is an element of coercion, as represented by the enforcement activities of tax collectors and the penalties imposed on those detected for non-payment. The credibility or trustworthiness of the revenue administration’s sanctions against defaulters is important in this context.  

A third element is the impact of social influences and norms on the Taxpayer’s compliance behaviors.  For example, attitudes toward the government may affect the Taxpayer’s normative commitment to comply with the laws.  An individual’s perceptions, in combination with her opportunities, may thus determine her current choice of whether or not to be a tax evader.
The coercive element of the Taxpayer – Government relationship is the focus of the classical tax evasion model (Ellingham & Sandmo, 1972), which assumes that the taxpayer’s behavior is influenced by factors such as the tax rate determining the benefits of evasion, and the probability of detection and penalties for fraud which determine the costs.  The problem is thus one of rational decision making under uncertainty whereby tax evasion either pays off in lower taxes or subject one to sanctions.  This implies that if detection is likely and penalties are severe few people evaded taxes.

The importance of social interactions in forming tastes and actions has long been stressed by sociologists and social psychologists (Hessing et all. 1988). It is reasonable to assume that human behavior in the area of whether to pay taxes or not is influenced by social interactions much in the same way as other forms of behavior.  Compliance behavior and attitudes towards the tax system may, thus, be affected by the behaviors of an individual’s reference group such as relatives, neighbors, friends and political associates.  Consequently, we may argue that if a taxpayer knows many people in groups important to her who do not pay taxes, her commitment to comply was weaker.

2.4.4	Efficiency in Revenue Collections
Means assessment of overall pattern of revenues in mobilization of resources, not only the defect tax structure, but also revenue from all sources as actually collected.  Sometimes there is efficient in revenue collection, but the lack of proper reporting system a portion of collected revenue can be diverted into personal expenditure leading to deficits, URT (1984) put down that revenue reports are used in managing revenue trends. On revenues collection there are four types of reports:

Revenue Flash Report - the revenue flash report is a monthly report giving brief information on the total revenue collected as per cashbook during the month being reported.  This report is compiled by the receiver in the implanting agency and submitted to the Treasury by the 5th of the ensuing month.  The report enables the receivers of revenue to get information on the performance of their collection.  At the same time the Treasury is enabled to get information on the performance of each receiver of the revenues and the national collection position in relation to the estimates.

Monthly Statements of Revenue Collection: This is a statement of revenue collected during the month compiled by the Receiver of Revenue.  It is a more detailed statement and it shows the amount collected against estimates for each revenue item.

Monthly Revenue Collection Progress report: This report gives details of cumulative figures or revenue collection up to the month of reporting.

Mid – Year Revenue Collecting Reporting: this report gives the cumulative collection of the first half of the annual budget (July – December) and the projection of revenue collection for the second half of the year (January – June). It is prepared for the purpose of the budget review of the reporting year.  It is useful when making projections for the next financial year.

“The essence of responsibility accounting is the accumulation of cost and revenue according to areas of responsibility in order that deviations from standard costs and budgets can be identified with the person or group responsible” (Scarpens, 1989), He stresses that financial knowledge is necessary in maintaining loans.  People are unable to manage revenue because of lacking financial knowledge; therefore the importance of financial knowledge is crucial into loan access.

2.5 Comparative Studies
Cash budget is an indication for the revenue to be received, but if they are not collected the budget remained to be a dream.  In any organization there must be the revenue collectors.  In the case of Local governments they have special systems of revenues collection.  According to Fjelstad, (2004) local government tax collection is the responsibility of the council staff and is completely separated from revenue collectors to the central government.  

Fjelstad, (2004) goes on by saying in practice; the organization of tax collection varies between councils.  For instance, in some council the village level has been excluded from collection, and the task is taken over by the ward level. This is due to incentive problems connected with tax collection at the village level. In most cases councils have introduced new methods to increase revenues from existing sources by outsourcing some of the revenue collection to private collectors to increase revenues from existing sources.

In accordance with numbers prior empirical studies of local public finance, Zafra et al., (2009) and Guilaamon, et al., (2011), I chose to examine, exclusively Muleba District Council with relatively a population of 280 people. In order for the local government to plan and collect exact reasonable revenue in its area of jurisdiction it must seek and compile information of all income generating entities including the business operators as it is insisted by Glautier (1991) that to a greater or lesser degree, all Western governments intervene in the activities of business organization in the process of managing what is known as a ‘mixed economy’, that is, an economic system consisting of both state – controlled and privately controlled business organizations.  Government’s agencies, such as central statistical services, ministries of commerce, industry, employment, etc, collect information about the various aspects of the activities of business organizations.  Much of this information is a direct output of the accounting system, for example, levels of sales, proportion of profits, investments, stocks, liquidity, dividends levels, proportion of profits absorbed by taxation etc.  This information is very important in evolving policies in managing economy.

TGNP, (2006) comments that in spite of the increased contribution made by excise taxes, income tax and VAT remained the top sources of revenue.  We urge the government to adopt a more progressive income tax structure, one which taxes the wealth, reduces the relative on the salaried middle-class including teachers, health worker and the like, and does not tax the poor. VAT tax regimes also need to be reviewed to ensure that they are calling for a removal of all taxes on kerosene, and arguing that the abolition of taxes for airplane fuel benefited the government leaders and the wealthy, not the poor.

We commend the government’s plans to enhance financial accountability, including the tracking of expenditure at local government level, and the call for district councils to report revenue and expenditures to the public on a monthly basis.  This was fruitful if there is an increase in the number of civil society organizations that are involved in budget analysis and expenditure tracking at the community, district, and national level, and they are welcomed in their endeavors, including the media themselves, the government needs to institutionalize CSO involvement more systematically at all levels, beginning at the village and district level (TGNP, 2006).

REPOA (2006) comments that, the recent rationalization of local government taxes and, in particular, the abolishment of the development levy, imply that many district councils, in the short run, lost 40 -59 percent of their own generated revenue.  This has raised concern among stakeholders at both the local and central levels that the financial autonomy of local authorities is undermined and that some councils are moving towards bankruptcy. There are reasons to be concerned about the short-term impacts of the tax rationalization.  However, the reform also represents an opportunity for local governments to implement much needed reforms of their revenue system and to look at new approaches for revenue enhancement and cost saving.  Before the rationalization in June 2003 it was clear that the local tax system was overripe for reform.  It was complicated, costly to administrate and exacerbated inequity. Tax evasion was widespread, often reflected in persistent public resistance to pay. 

Moreover, the linkages between the central and local government tax systems were in general weak leading to double taxation and inconsistencies between tax policies implemented at various levels of government.  Already in 1993, the Association of Local Authorities in Tanzania (ALAT) advised the government to abolish development levy. This advice was partly based on considerations of revenue generation, administrative costs, income distribution and economic efficiency.  Furthermore, the widespread tax resistance threatened to undermine the legitimacy of local authorities.  Although there are reasons to question the speed at which the recent rationalization of local taxes took place and the limited consultation with local authorities, similar.  Considerations as those taken by ALAT ten year ago seem to have been the foundation for the recent reform.

From Policy Forum (2006) booklet represents the aggregate data on government revenue and expenditure.  It shows domestic revenue projected to increase significantly, donors were footing a larger share of the total budget.  The expenditure data show that the Government expects to spend a significantly lower proportion of the budget on servicing debt.  There is also a larger relative allocation to local governments the allocations according to MKUKUTA show increased allocations to growth and governance, and to social services.

Paper had been published on line by German Institute for Development Evaluation, Bonn, German (2014) on tax collection in development countries – New evidence on Semi-Autonomous revenue agencies (SARAs) mentioned that; International pressure on developing countries to staple up domestic revenue mobilisation have been growing recently (Di John, 2001); DEED, 2010), but many government find it difficulty to comply.

According to UNCDF (1998), the United Nations Capital Development Fund (UNCDF) has gone through a critical reassessment of its identity and role during the last three years, eventually leading to its redefinitions as a “fund for local and community development”. This focus on local development and on direct partnership with collective actors in the local space – first and foremost with local governments – reflects two considerations; on one hand, it responds to emerging local demands, and donor support, for political and administrative decentralization in developing countries and for people’s increased participation in development planning and management; on the other hand, it appears as the logical evolution of extensive UNCDF experience with small-scale capital grants for the provision of local infrastructure and services and for the promotion of local economic development in least developed countries (LDCs). 

It was in the context of such refocusing of the Fund on the local space that local development fund (LDF) programmers were developed as a district line of UNCDF assistance.  Through such programmers, UNCDF directly assists LDC sub national authorities at the regional and local levels, mostly in rural areas.  It provides financial resources and technical support to local authorities to introduce decentralized, participatory planning and management of local infrastructure and services and to promote local economic development. Local Government in most countries tend to have limit capacity to collect taxes.  Existing theory explains that tax collection performance as a function of political, social economic and cultural factors, this was compounded in a paper (Mayoral Public in Colombia Local Government” Nicolai P. (2014).

2.6 Conceptual Framework 


















Figure 2.1: Conceptual Framework Model
Source: Constructed by the Research, 2012


2.6.1	Budget Practices at LGA
The analysis made by TGNP, (2006) shows that revenue remains highly dependent on external donors, thus limiting the autonomy of the government and the nation.  What is the most sustainable way of increasing domestic revenue, in order to become more independent is expanding the tax base of the economy as it is, Or deepening and expanding economic development at all levels – thus provide a greater volume of goods and services to be taxed and providing sustainable livelihood for all women and men.

A study undertaken by REPOA (2006) found that gaps between budgets and accounts provide an indication of the quality and realism of budgeting in the councils. In Ilala Municipal Council and Bagamoyo District Council, the annual revenue estimates in the period 2000 – 2002 were with a 10% range of the figures reported in the accounts.  For the four other councils, the gaps between accounts and budget were between 13% (Kilosa) and 35% (Iringa).  No trend can be derived from the data, as the gaps between accounts figures and estimates varied from year to year for the six councils.  For some council, in particular Moshi DC, the annual fluctuations were substantial.

2.7 Research Gaps
One major administrative problem of revenue collection today for many Councils is their inability to collect fully the revenues due to them. In most Council there are huge gaps between reported and projected revenues.  Recent studies conclude that this is due to:

2.7.1 Explicit and Intentional Tax Evasion and Resistance from Taxpayers
The tendency of taxpayers to resist paying tax leads to under collection of revenues. People tend to practice tax evasion; this may result into under collection of revenues. In tax evasion MDC tried to prepare By-laws which helped to capture various sources of revenue which previously were not collected. Even though By-laws are in place but still there are some laxity in the billing system and enforcements procedures which is caused by lack of adequate staff in Revenue action as well as legal section.

2.7.2	Corruption, Including Embezzlement of Revenue
One situation indicates that officials are bribed to issue minimal charges, fees, or taxes.  Officers due to corruption undervalue properties.  It was actually mentioned that one of the most revenues diverging factor is corruption in the council.  In order for the Council to mitigate this problem some revenue sources were outsourced e.g. Fish levy after doing a base line survey to get a realistic data.  In regard to property tax, the Council considered to do valuation to all houses in Muleba Township and maintain a valued database register in software which might help to prepare a bill direct from the system rather than bargaining system. Still there is some weaknesses in the revenue collection at MDC to some sources like coffee cess due to some smugglers who export coffee to neighboring countries instead of selling them through Primary Co-operating societies. Also due to budget constraint in the financial year 2013/2014 only Shs. 20 million were budgeted for valuing properties in Muleba Township.

2.7.3	Political Pressure on the Local Tax Administration to Relax on Revenue Collection  
Local government are faced with political pressure, for instance some taxes were banned like poll tax, also the shifting of property tax from local government to Tanzania revenues authorities (TRA). Nowadays property taxes are collected by Tanzania Revenues Authorities instead of Municipal Councils as it was in previous. This may hamper the efforts to collect revenues in local government authorities.  In absorbing this problem, as from the financial year 2013/2014 business licenses which were previously abolished started to be paid by businessmen doing businesses within the Locality which helped to raise revenue.  Also property tax which was transferred to TRA for the Dar es Salaam Municipalities is now returned after performed badly in TRA.
What is lacking in some local Authorities like Muleba District Council is the political leaders to interfere  in tax collection by prohibiting collecting fees to petty traders of Bananas using bicycles from villages to Muleba Township not to pay Shs. 200/= per piece of banana which is going to be sold by Shs.10,000/= to Shs.15,000/= at the market. Political leaders also prohibit barriers at different stations which were placed in order to curb coffee smugglers and other fisheries who escaped to pay fish levy at the collection centers.

2.7.4	LGAs are Mostly Assigned Low – Yielding Taxes
Central Government has reserved itself the most important and elastic tax bases in the economy, making so harder for LGAs to have any substantial revenue sources of their own.  This problem affects mostly District Councils since they have got no potential sources of revenue compared to municipalities and cities because hotel levy which previously was collected by central Government are now delegated to Local Authorities but still many Guests are situated in the Municipalities. Service levy which originally was started in Dar es Salaam municipalities is now required to be collected by all LGAs in Tanzania but the problem is that in various District Councils there is no potential businesses or activities which may cause a Council to collect much from this source.

2.7.5	LGAs are Assigned the Least Politically Acceptable Revenue Sources
Council are handed down the task of implementing and enforcing sources of revenue that tend to be unpopular such as the  refuse collection, bicycle stickers (now abolished) and the current property tax.  Unless they are clearly designed, it is likely that they remained relying on such unpopular revenue sources.  After Central Government realizing this started to issue a recurrent grant known as General purpose grants (GPG) to every Council for each month to subsidize own source collection to meet some administrative expenses. Even though this grant is entitled to be transferred from Central Government monthly but there are some months when the grant are not released or transferred in full.

2.7.6	Nororious Taxes are Assigned to Local Level
A sound revenue assignment should take into account the relative ability of local governments to administer local taxes. Many of the current taxes are notoriously hard to administer and may be highly unpopular and therefore hard to enforce.  In overcoming this problem most Local Authorities have making by Laws in each source, exposing revenue collection staff to various seminars and courses in order to gain knowledge in tax collection and education which is vital to the tax payers in order for them to know the importance of paying tax voluntarily. Due to scarce fund the mentioned measures are not well performed.

2.7.7	Compliance Costs for Local Taxes are High








This chapter discusses a way to systematically solve the research problem. It analyses the various steps that are generally adopted in studying the research problem. It also needs to understand the assumptions underlying various techniques and the criteria by which they can decide that certain techniques and procedures will be applicable to certain problems. Research methodology not only deals with research methods but also consider the logic behind the methods we use in the context of the research study and explain why we are using a particular method or technique. 

3.2 Research Design
This discusses the methods to be used to collect and analyze data.  It also indicates the area of the study, which is Muleba District.  So, the sample for the study was drawn from this population.  Descriptive research design has been employed in developing skills of evaluating data and synthesizing ideas.  The study administered by using interviews, questionnaires, documentation and observation.

3.3 Area of Study 
The area of this study is Muleba District Council (MDC) and the study focused mainly on the collection of revenue in Local Government aimed at exploring for factors which contributes for under collection of revenue in Local Government in Tanzania. Muleba District council is among the 8 LGAs in Kagera Region and is located between latitude 1150 and 1667 from sea level. According to 2002 census the district has the population of about 386,328 people increasing at a rate of 2.5% per annum. Almost, 90% of the residents are engaged in agriculture (LAAC Report 2011). 

3.4 Population of Study 
The population of 280 was involved the staffs from accounting department of Muleba District Council who deal specifically with revenue collection, officers from different departments and sections as well as the public of the District. It also includes representatives from markets and agent for collection of revenue from wards markets, Banana and fish Markets, public toilets appointed by District council. Much interest focused to the revenue Accountant, the revenue collector, the District Treasury and staffs from revenue sections who specifically deal with revenue collection.

3.5 Units of Inquiry 
This is the unit about which information is required in a research for purpose of this research the units of inquiry is the Muleba District Council which is the case study from LGA’s.

3.6 Sampling Techniques 
These provide a range of methods that enable researcher to reduce the amount of data needed to be collected by considering only data from sub groups rather than the whole population. In all forms of research, it would be ideal to test the entire population, but in most cases, the population is just too large that it is impossible to include every individual. This is the reason why most researchers rely on sampling techniques. The study used a stratified sampling technique in data collection due to involvement of different types of groups from Muleba District Council.

3.6.2 Sampling Technique 
Under stratified sampling; the population is divided into several sub-populations that are individually more homogeneous than the total population. The population can be divided into known groups, and each group sampled using a systematic approach. This method is used when the population or sampling frame is made up of sub-sets of known size, and therefore sampling should be stratified ensure that results are proportional and representative of the whole population. It was also used because it is very flexible and applicable to many geographical enquiries. In order to arrive at good results a number of 41 people were being involved as a sample size.

3.7 Types of Data
The study relied mainly on primary source of data which collected through personal interviews and questionnaires.  Secondary data originated from documents and reports of revenue collection at Muleba District Council. Through Questioners and Personal Interview the study explore the willingness of the people to pay revenue due to various data which researcher got from interviews made to the people who are tax payers.  Also they helped the researcher to assess the capacity of Revenue collectors and agents not forgetting to assess effect of conflict of interest among councilors and employees in the system of tax collection. Documents and Various reports, for instance the Report of the Controller and Audit General noted the weakness and dishonest among revenue collectors and how much it affect revenue collecting and also it give out a clear picture of revenue trend of Muleba District Council. Since both primary and secondary data were used.  Interview, observations and questionnaires were used to obtain primary data, while in obtaining secondary data reports, magazines and journals were used.

3.7.1 Primary Data
Primary data are those, which are collected afresh and for the first time and thus happen to be original in character.  Primary data involves direct experience and observation and thus, distortion by other observers are avoided and therefore reliable.  These data were obtained through the interviews conducted, questionnaires and also through observations.

3.7.2 Sources of Data
Internal source; This is the source which the original data are found.  It comprises of interview and questionnaires from the respondents.

External source; These are found from other sources out of Muleba District Council including various reports and writings that say something about revenue collection.

3.8 Data Collection Tools
3.8.1 Questionnaire
Questionnaire is a research instrument consisting of a series of questions and other prompts for the purpose of gathering information from respondents. This consist of a number of questions printed or typed in a definite order on a form or set of forms.  The questionnaires were issued to the respondents who read and wrote down reply of their own.  The researcher used the structured questionnaire during the case study in which questions, a set of questions seeking data from respondents were organized and handled to them.  The researcher used questionnaire because they are reliable, simple, needs minimum costs and the required data collected with a minimum number of errors.  The researcher used both closed questionnaires (“Yes” or “No” questions) and open questionnaires (inviting free response). Questionnaires were designed to bring out silent aspects of the research which may not be covered by interviews.  Open and closed questions were used.

3.8.2 Interviews
An interview is a conversation between two or more people where questions are asked by the interviewer to elicit facts or statements from the interviewee. This involves presentation of oral, verbal stimuli and reply in terms of oral or verbal responses.  Interview is important for collection of primary data.  It is also found that managers are more likely to agree to be interviewed rather than complete questionnaires.  This involved oral/verbal discussion with the targeted group. And a conduction of face-to-face interrogation through structured and unstructured questions which were asked and responses obtained directly from the respondents. This tool was used in the research because managers are likely to agree to be interviewed rather than completing questionnaires.

3.8.3	Documentary Review 
The researcher also reviewed some of the Revenue Collection documents as one of the tool of gathering information.  The reviewed documents for Revenue Collection activities in Muleba District Council are: contract documents for revenue collection and supervision; revenue progress reports; quarterly and annual revenue progress reports; financial Statements of the Muleba District Council for the year 2008/09, 2009/10, 2010/11, 2011/12 and 2012/13; Local Government Financial Memorandum – 1997 (amended 2009); Local Authority Accounting Manual (LAAM) – 1997 (Amended – 2009); Local Government finance Act No.9 of 1982 (amended 2000); Muleba District Council Revenue collection by – laws; MTEF (Medium Term Expenditure Framework for financial years 2010/11,2011/12,2012/13; and guidelines for Budget preparation for Local Government.

3.8.4 Observation  
It involves the systematic observation, recording, description, analysis and interpretation of people’s behavior and it meets the demand of the research question(s) and objectives. The observation method is the most commonly used method especially in studies relating to behavioral sciences. Observation becomes a scientific tool and the method of data collection for the research under the observation method, the information is sought by way of investigator’s own direct observation without asking from the respondent. Observation method is more advantageous as it is accurately done and free from bias, the information obtained relates to what is currently happening and is independent of respondents’ willingness to respond. 

3.8.5	Data Analysis Techniques
Data analysis techniques assimilate evidence in order to obtain answers to the research questions.  Data were collected, categorized, computed and arranged into the evidence required to answer the questions. Two approaches were used, Qualitative and quantitative techniques.

The study summarizes qualitative data by Pin-Pointing key findings from interview, questionnaires and observations. The presentation was done through explanations. Whereby interviewees were responded to the questionnaires about revenue collection, mechanism used in revenue collection, factors affecting collection and efforts taken by management revenue.












4.0 RESULTS AND DISCUSSION
4.1	Introduction 
This Chapter discusses the results obtained from data collected through interviews; documents reviewed as well as administered questionnaires from various respondents in assessing the factors affecting collection of revenue in Muleba District Council in Kagera Region.

4.2	Profile of Respondents 
A total of 41 respondents (out of them are employees of Muleba District Council, representatives from Agents of revenue collection, ward executive officers, business people and common citizens) responded to the survey questionnaires whereby they were asked about, sources of revenue collection, mechanism for revenue collection, factors for determining revenue collection, consequences of low revenue collection and the efforts taken to reduce the problem of revenue collection at Muleba District Council. Table 4.1 shows the distribution of respondents according to their education level, employment and experience with their organization. In each category, number of those involved was cited and their percentage out of total respondents was established.

4.3	Sources of Revenue and Volume of Collection 
In this section the researcher has to mention various sources of revenue collected at MDC, how are they collected and also how are these sources familiar to the residents of MDC.








	          Heads of Units	8	20
	          Revenue Accountants 	5	12
	          FinalAccounts Accountants 	2	5
	          Planning Officers	3	7
	Revenue Collection Agents	6	14
	Businessmen	5	12
	Residents of Muleba District Council	8	20
	Ward Executive Officers 	4	9
	Total	41	100
Working Experience with their Organizations	Less than 1 year	4	10
	1-5 years	9	22
	6-10 years	13	32
	More than 10 years	15	36
	Total	41	100
Source: Analyzed data, 2014

4.3.1	Sources of Revenue 
Muleba District Council has got various sources of revenue which include those revenue derived from various agricultural products produced at Muleba, businesses, market dues, fish license fee and bus stand fee.  One of the specific objectives of this study was to identify and analyze the existing sources of revenue for the council. One of the aspect or feature of effective revenue collection was sought by research to be the appropriate identification and documentation of the sources of revenue. Consequently respondents were asked whether they consider the identification and documentation of various sources of revenue have been appropriately done and hence affect the levels of revenue collection at Muleba District Council. The summary of their responses is presented in the Table 4.2.

Table 4.2: Sources of Revenue Collection at Muleba District Council












Source: Analysis from collected data (Questionnaire), 2012

According to table 4.2 all respondents showed that they do not understand the existence of most of the sources of revenue. There is no source which has been mentioned by more than half of the respondents. The only three sources which most of the respondents are aware with include Fish levy (37%), Property tax (20%) and Business license (17%). The findings revealed that the level of awareness and identification of potential sources of revenue in raising adequate revenue is minimal. Hence there is a need of creating awareness on identifying the potential sources of revenue in order to reduce the problem of under collection of revenue at MDC.
Furthermore, the findings suggest that the level of awareness to both the MDC staff and other officials within Muleba District is very minimal and this indeed pose a question of their ability to identify all potential sources of revenue and use them to adequately raise the revenue. The situation becomes challenging since most of the respondents were the senior officials of the Muleba District Council. 

4.3.2	Volume of Revenue Collection  at Muleba District Council from 2008/2009 to 2012/2013
One of the specific objectives of this study was to assess the performance of various sources of revenue within Muleba District Council. In doing so the volume of revenue collection for each source was studied and that was done also by highlighting the estimated revenue collection for each source at a particular year and then came up with a variance. The review of the Annual MDC’s Reports for the Financial Years 2008/09- 2012/13 showed that Muleba District Council has got eleven major sources of revenue namely, property tax, agricultural products (coffee cess, Tea cess, Tobacco cess and Banana cess), fines and penalties, liquor licenses, fish levy, bus stand fees, Hotel levy, market fees, vaccination fees and sale of plots. 

The summary of the analysis of comparing the actual collection and estimates for each source is presented in the Table 4.3. The finding shows that the volume of collection of revenue at MDC for the period of five consecutive years from 2008/09 to 2012/13 has been declining despite of the efforts of MDC to collect more revenue for development of various projects and betterment of the standard of living of the citizen of MDC. For the period of five years i.e. 2008/09- 2012/13, the estimated revenue to be collected was TShs. 4,534,949,506/= compared to the actual collection of revenue of TShs. 3,430,234,246/= resulting into a deficit of revenue of Tshs 1,104,715,260= which is equivalent to  a variance of 24%.  Furthermore, more than 65% of all major sources of revenue at MDC resulted into under collection of revenue each year. 

Table 4.3: Volume of Revenue Collection at MDC from 2008/2009 to 2012/2013
Source of Revenue	Estimates (Tshs)	Actual (Tshs)	Variance (Tshs)	Variance (%)
Property tax	       57,056,000 	       31,518,916 	          25,537,084 	45
Agricultural products	    1,471,946,906 	    1,025,335,715 	         446,611,191 	30
Hotel levy	     246,689,400 	       39,881,918 	        206,807,482 	84
Business licenses	       62,376,000 	     130,310,900 	       (67,934,900)	(109)
Market fees	     118,606,000 	       27,913,704 	          90,692,296 	76
Vaccination  fees	         7,814,000 	         2,882,714 	            4,931,286 	63
Fines and penalties	       28,520,000 	       15,040,003 	          13,479,997 	47
Liquor licences	       35,301,000 	       28,029,056 	            7,271,944 	21
Sale of plots	     171,224,000 	       25,500,520 	        145,723,480 	85
Fish levy	  2,215,200,200 	  2,001,305,800 	        213,894,400 	10
Bus stand fees	     120,216,000 	     102,515,000 	          17,701,000 	15
TOTAL	  4,534,949,506 	  3,430,234,246 	     1,104,715,260 	24
Source: Annual MDC’s Reports for the Financial Years 2008/09- 2012/13

4.3.2.1	Management of Sources and Volume of Revenue Collection
At the same time, for the researcher to assess the factors which contribute to the under collection of revenue, formulated a question which required respondents to comment on the adequacy of the management of sources and volume of revenue collection.  The summary of their responses on their opinion is presented on Table 4.4.
Table 4.4: Management of Sources of Revenue Collection





Source: Analysis from collected data (Questionnaire), 2012

The finding shows that 71% of the respondents consider the sources of revenue collection were not adequately managed by Muleba District Council.  Only 24% of the respondents consider the sources of revenue collection were adequately managed while 5% they are not certain of the adequacy of management. The findings suggest that one of the reasons for under collection of revenue at Muleba District Council is the lack of adequate management of various sources of revenue within the council and that concur with the findings raised by REPOA in 2010 that the main factors contributing to the problem of revenue collection in LGAs are mainly attributed by weak management and lack of strategic leadership on that area and most of the efforts are put on controlling expenditure. 

4.3.2.2	Reasons for Inadequate Management of Sources and Volume of Revenue Collection
Also in assessing the factors for under-collection of revenue, respondents were asked a supplementary question.  That is to give opinion on the main reasons for inadequate management of sources and volume of revenue collection. The summary of their responses on their opinion is presented on the Table 4.5.
Table 4.5: Reasons for Inadequate Management of Sources of Revenue Collection
Reasons	Number of Respondents	Percentage (%)
Lack of enough qualified staff	6	21
Lack of adequate plans 	5	17
Some sources of revenue are not known	3	10
Lack of feasibility study 	8	28
Management is not paying attention 	0	0
Dishonest of revenue collectors 	4	14
Lack of enforcement  on revenue collection	1	3
Unwillingness to pay revenue	2	7
Total	29	100
Source: Analysis from collected data (Questionnaire), 2012

The finding shows that a number of factors which contribute to the inadequate management of sources of revenue at MDC. The main five factors were Lack of feasibility study (28%), Lack of enough qualified staff (21%), Lack of adequate plans (17%), Dishonest of revenue collectors (14%) and some sources of revenue are not known (10%). The findings suggest that there is a serious managerial problem on the area of revenue collection which calls for the urgent changes. The findings relate to the situation pointed out by the CAG report that Councils need to improve on the way they manage sources of revenue and the collection process.  

4.4	Actors and Mechanism of Revenue Collection 
4.4.1	Actors of Revenue Collection
Actors of revenue collection at Muleba District Council were also assessed by the researcher. In doing so, respondents were asked to comment on the present actors of revenue collection as well as their effectiveness. The summary of their responses is presented on the Table 4.6.

Table 4.6: Mechanism for Revenue Collection






Source: Analysis from collected data (Questionnaire), 2012

After budget have been passed by the full council followed by being submitted to the Ministry level, then the council has to advertise to the public possibly in the month of May each year for the intention of outsourcing some of its revenue sources. The procurement system must be followed as per Public Procurement Act of 2004. Tender Board meetings should be conveyed to select the applicants who met all the requirements needed after evaluation and then award. Soon after award the council Director has to inform the responsible winner and should come to office of the Director to sign a contract which allowed him/her to start the job.

In Muleba District council sources which  are collected by Agents are central bus stand fee, Bus stand toilet fee,   coffee cess, fish levy and Banana crop cess the rest are collected internally by the council staff either at council or ward level respectively. The finding shows that 51% of the respondents have indicated that revenue collection is done by Muleba District Council officials while only 24% of revenues is collected by outsourced revenue collection agents. The remaining 20% is done by the Ward Executive Officers. The finding suggests that MDC collectors contribute a lot to the under-collection of revenue at Muleba District Council.  This also is supplemented by the CAG report which insisted on the need of improving the capacity of MDC Officials to collect revenue and also embark on outsourcing revenue collection only to competent agents

4.4.2	Effectiveness of Various actors on Revenue Collection 
While assessing the effectiveness of various actors on revenue collection at MDC, respondents were asked to give their opinion on that particular area.  The summary of their responses on their opinion is presented on the Table 4.7.

Table 4.7: Effectiveness of Actors on Revenue Collection
Actor 	Level of Effectiveness





Source: Analysis from collected data (Questionnaire), 2012

The finding shows that 88% of the respondents consider that to some extent revenue collectors were effective in revenue collection.  Only 2% of the respondents are saying that they were effective to a large extent while 10% they are saying that they were effective in revenue collection to a small extent. The findings suggest that one of the reasons for under collection of revenue at Muleba District Council is the lack of capacity of the revenue collectors (MDC officials, private collectors and WEO).  This finding is consistent to the CAG report that Councils need to improve the efficiency and effectiveness of the revenue collection personnel in LGAs (CAG, 2009)

4.4.3	Mechanism of Revenue Collection 
The following were the main mechanisms for determining revenue collection at Muleba District Council as described in the District Business Plan: increase tax/revenue rate, enhance enforcement of the revenues by-laws, increase productivity and through that upsurge of revenues, increase efficiency in revenue collection by improving on methods and techniques for revenue collection, ensure that there is high level of ethical requirements and honest among of revenue collectors. Even though the above measures are taken the Researcher after going through some sources of revenue collection reports for the period of 2008/2009 up to the financial year 2012/13 revealed the following information for the sources of revenue which were collected internally by the council staff itself (Table 4.8: Performance of the internal sources of revenue at MDC).

Table 4.8: Performance of the Internal Sources of Revenue at MDC





Source: MDC’s Revenue Performance Reports 2008/09 – 2012/13 

As from the data above it showed that there are obvious weaknesses to the side of the council employees who deal with revenue collection system and this allegation comes as business licenses was collected by 209% which indicates that the budget side was not realistic and market fees was the worst in performance after collection to the tune of 26% which caused by lack of team work among political leaders, WEOs and council employees at district level apart from affected conflicts of interest.  Property tax as seen its performance was 55% for the said period which was caused by inadequate staff in valuation section ,unrealistic budget caused by lack of data of all properties in Muleba township and insufficient fund  to value all properties and also to motivate valuation section staff.  Apart from the sources which are collected internally also there are some sources  which were outsourced to the Agents and their performance for the period of financial year 2008/2009 up to 2012/2013 are as shown on Table 4.9. 

Table 4.9: Performance of the Outsourced Sources of Revenue at MDC
Name of Agent	Source of Revenue	Place	Target (TShs.)	Target (TShs.)	Percentage (%)
Mutatina Rwiza	Bus stand fee	Muleba Township	122,760,000	129,590,000 	106
Taifa Benedicto 	Banana Crop Cess	Kitovo and Kasharunga	147,525,000	125,620,300	85




Source: MDC’s Revenue Performance Reports 2008/09 – 2012/13 

As per data presented above, it can be seen that all sources which were collected by the Agents performed above 80% of actual collection against targets, which implied that outsourcing if well planned can help to improve revenue collection at Muleba District Council even though there are some sources due to their nature and legislation would not be possible to be outsourced for example business licenses and intoxicating liquor licenses

4.4.4	The contribution of Various Factors on Revenue Collection 
Also in assessing the capacity of revenue collection at MDC, respondents were asked a supplementary question.  That is to give opinion on the extent to which various mechanisms are contributing to the under-collection.  The summary of their responses on their opinion is presented on the Table 4.10.

Table 4.10: Effectiveness of various Mechanisms for Revenue Collection
Factors 	Level of Effectiveness







Source: Analysis from collected data (Questionnaire), 2012

The finding shows that 70% of the respondents consider that factors such as productivity, efficiency, revenue rate and enforcement to a great extent contribute to the effectiveness of revenue collection.  Only 15% of the respondents showed that those factors are contributing to some extent and the same number (15%) of respondents agreed that it also contribute to a small extent. 
The findings suggest that one of the reasons for under collection of revenue at Muleba District Council is the lack of considering factors such as productivity, efficiency, revenue rate and enforcement to a great extent contribute to the effectiveness of revenue collection.  This finding is consistent to the CAG report that Councils need to improve on the way revenue collection is done in LGAs (CAG, 2009).

4.5	Challenges facing MDC in Revenue Collection 
4.5.1	Factors Contributing to the Challenges Of Under-Collection of Revenue 
Challenges facing MDC in revenue collection were also assessed. In doing so, respondents were asked a question to rank various factors and later on challenges which contribute to the problem of under-collection of revenue. The summary of their responses on their opinion is presented on the Table 4.11.

Table 4.11: Factors Contributing for the Failure to Collect Revenue
Factors 	Level of Effectiveness
	To a large extent	To some extent	To a small extent	Not at all
Poor Financial Records	10	0	0	0
Lack of enough equipment	0	6	0	0
Inadequate staff	5	0	0	0
Resistance to pay revenue	7	0	0	0
Failure to carry out feasibility study	12	0	0	0
Failure to notify people on time of their dues	0	0	0	1
Percentage (%)	83	15	0	2
Source: Analysis from collected data (Questionnaire), 2012
The finding shows that 83% of the respondents pointed out to a large extent various factors have contributed to the failure to collect revenue. 15% of the respondents as well agreed that to some extent the problem of revenue collection is big and is contributed by various factors. Some of those factors include; poor financial records, Lack of enough tools and equipment, Inadequate staffing level, Resistance to pay revenue, Failure to carry out feasibility study  and Failure to notify people on time of their dues. The findings suggest that there are number of factors which contribute to the problem of failure to collect revenue and for MDC to increase its efficiency and ability to collect more revenue then they need to address the above mentioned factors first.

4.5.2	Consequences for Low Revenue Collection 
Also in assessing the factors contributing to under-collection of revenue collection at MDC, respondents were asked a question which assesses the consequences of low revenue collection.  That is to give opinion on the consequences of low revenue collection.  The summary of their responses on their opinion is presented on the Table 4.12.

Table 4.12: Contribution of Low Revenue Collection on Non-Implementation Of Projects 





Source: Analysis from collected data (Questionnaire), 2012
The finding shows that 71% of the respondents agreed that low revenue collection at MDC has contributed to the late or non-implementation of the development projects in various sectors such as Health, Education, infrastructure etc., while 24% did not agree with that views and only 5% they were not sure with the outcome. The findings suggest that in order for the Muleba District Council to successfully implement its development projects they need to have enough funds to fund those projects. For them to have fund, it depends much on the level and ability to collect revenue. Similarly, the findings relates with the comments raised by ESRF in 2011 that for the LGAs to be able to implement its own development project then the first step is to increase the internal revenue and then use that internally generated revenue to fund those projects. Reliance from the central government would not help LGAs to realize their set goals. 

4.5.3	Observed Effects on the Implemented Development Projects 
Respondents were also given a chance to provide their opinion on the observed effects on the implemented development projects.  The summary of their responses on their opinion is presented on the Table 4.13. The finding shows that all respondents agreed that they have observed the negative effects on the level of implementation of development projects as a result of inadequate revenue collection. Majority of them (80%) agreed with it to a large extent, 17% to some extent and the remaining 3% to a small extent.  The findings suggest that in the issue of the effects of implementation of development projects in Muleba District council, there is a consensus on the way those projects were implemented and indeed people were directly affected because services such as Health, Education, Transportation, Irrigation etc were hampered and citizens were directly hit. 

Table 4.13: Observed Effects on the Implemented Development Projects
Observed effects	Level of Effectiveness
	To a large extent	To some extent	To a small extent	Not at all
Delay in completing development projects such as schools, dispensaries etc, 	22	0	0	0
Low reputation to the District Council	0	2	0	0
Failure to get timely the required social services 	11	0	0	0
Poor social services to the people	0	5	0	0
Low level of productivity among the people	0	0	1	0
Percentage (%)	80	17	3	0
Source: Analysis from collected data (Questionnaire), 2012

4.5.4	Methods Employed to Reduce the Problem of Revenue Collection 
In assessing the methods employed to reduce the problem of revenue collection, respondents were asked a supplementary question specifically for that area.  That is to give opinion on whether the MDC employed known methods to curb that problem.  The summary of their responses on their opinion is presented on the Table 4.14.

4.5.5	Level of Measures Taken to Reduce the Problem of Low Revenue Collection
In determining the measures taken to reduce the problem of low revenue collection, respondents were asked a question on that particular area. The summary of their responses on their opinion is presented on the Table 4.14.
Table 4.14: Level of Measures Taken to Reduce the Problem of Low Revenue Collection





Source: Analysis from collected data (Questionnaire), 2012

The finding shows that 68% of the respondents consider the measures taken to reduce the problem of low revenue of collection were satisfactory while 22% of the respondents are suggesting that the measures were not enough. Only 10% of the respondents pointed out that they were not sure of whether the measures worked or not. The findings suggest that MDC has tried to institute some efforts on curbing this problem despite the fact that the results are yet to be realized at the moment.

Most of the respondents have shown that in one extent the council has tried to address this risk by ensuring that revenue collection agent are paying performance security of 200% of monthly revenue collection on target but also periodically reminded about contract issues and in that sense they can take necessary action in case of notable problem during the implementation. But on the other end very little effort have been done trying to carry out feasibility study, improve the contracts between Revenue collectors (Agents) and District council, Ensure that contracts are properly enforced, Employ staff who are experts on the area of revenue collection, Institute computerized system of revenue collection and reporting, Provide proper training to tax collectors, Short listed Revenue collectors (Agents) must be evaluated according to Public Procurement Act and Increase supervision and monitoring to the procured Revenue collectors (Agents).

The findings analyzed in Table 4.12 revealed that 68% of the respondents consider that MDC has taken measures to reduce the problem and 22% of the respondents pointed out that MDC not taken enough measures to curb the problem, while 10% of the respondents were not sure whether MDC taken any measures to curb the problem of under collection of revenue. To ensure that revenue collection agents are accountable to their decisions and outputs and also get rewarded, it is crucial to ensure that there is a clear division of roles and responsibilities. Also those roles need to be discussed beforehand so that to let them understand them clearly and council need to make sure that it takes enough effort to ensure that there is adequate system in place in monitoring and supervising revenue collection (CAG, 2010).

4.6	Chapter Summary 
The results of the findings point out that the Muleba District Council has not managed to identify all sources of revenue as well as the estimated volume of collection. Only few sources of revenues and estimated volume of collection have been identified and established. Furthermore, despite of the fact   that mechanism for revenue collection and its actors are well placed but its functionality and effectiveness were not good enough. On the other aspects, the results of the research point out that MDC has not established known factors for determining collection of revenue in the District apart from  the requirement set in the district guiding documents that Revenue Collection Officers should go out and collect a certain amount of revenue. It left out a number of factors relevant for successful collection of revenues.

Similarly, a number of challenges were facing MDC in its efforts of enhancing revenue collection and those include: lack of enough qualified staff, awareness among the citizens in paying revenue voluntarily, lack of enough tools and instruments etc. Finally, system for addressing various challenges identified as well as efforts taken by MDC to deal with them were analyzed and found to be in infant stage and not many improvements have been   seen.

4.7	Limitation of Research
The confidentiality to some documents and non-compliance in answering questionnaires posed limitations to the findings of this study. The researcher adhered to ethical confidentiality of any information not for public use. New respondents were identified in cases where respondents (employees of Muleba District council [officials from Revenue Department, Final Accounts, Planning Department, Heads of Units and Ward Executive Officers], Revenue collection agents, businessmen and citizens at Muleba District Council refused to participate or returned incomplete questionnaires while some failed to return them.  Researcher made follow ups in case of any problem or query regarding requested information.  Respondents who lost their questionnaires were given other copies.

Questionnaires rely on respondents self-reporting of their behaviors or attitudes.  This dependency can bias the results in a number of ways. And the results should be used keeping the biases in mind. Confidentiality attached to some documents like contract between Muleba District Council and its different service providers (Revenue Collection Agents) also posed limitations for getting some information`.  The Researcher had to go through some standard contract document and to ask for any specific issues on the specific conditions of contract through interviews in order to gain an understanding of the situation. 






5.0 CONCLUSION AND RECOMMENDATIONS
5.1	Introduction 
This chapter presents the major conclusions of this research and gives proposals on what should be done to improve the revenue collection in Local Government Authorities in Tanzania and hence contribute positively to the economic growth of Tanzania.  Finally evaluation of research questions was done.

5.2	Research Conclusions 
The Muleba District Council (MDC) does not plan properly before decision of assigning the revenue collection function to revenue collectors (own revenue collectors or agents) is made.  Not all sources of revenues with the council were identified, documented and adequately studied to establish the potential amount to collect annually. Furthermore, the focus seems to be on very few sources while the need to widen revenue base was quite high. Similarly, key factors for inadequate management of revenue sources were not worked on by the council and hence deny the council a room for improvements so to say. The consequences for low level of revenue collection were seen on all service sectors within the council whereby council failed to implement various development projects. All of these contributed to the problem of under collection of revenue at MDC therefore there is a need for Muleba District Council to efficiently and effectively conduct periodic monitoring and evaluation.

The capacity of revenue collectors in collecting revenue in Muleba District Council is very small.  The small capacity of revenue collectors in collecting revenue is contributed by factors such as Poor financial records, conflict of interest among the revenue collectors and poor knowledge on potentiality of various sources of revenue, capacity to access all collectable tax, capacity to assess the required tax have contributed in undermining the capacity of revenue collectors in collecting revenue as specified in the contracts between them and Muleba District Council.

These contributing factors were supposed to be identified by Muleba District Council the earlier stages of evaluation of bidders requests.  The capacity of revenue collectors were supposed to be evaluated and determined by MDC when evaluating the request of those collectors.  Factors such as Poor financial records, conflict of interest among the revenue collectors and poor knowledge on potentiality of various sources of revenue, capacity to access all collectable tax, capacity to assess the required tax have contributed in undermining the capacity of revenue collectors in collecting revenue were supposed to be critically assessed and then for those who seem to lack the necessary capacity would be rejected and remained with the ones who complied and meet the stated criteria.

Inspection team provided more generalized findings on inspection conducted.  Less action had been taken by council based on the reported issues. No assessment was conducted by the Finance Section on the progress report submitted by council on a quarterly basis.  The section only prepared and analyzed an individual and consolidated report that showed budget versus actual collection. The evaluation criteria used to assess performance of the LGAs provide less weight to assess if revenue collection was properly made.
5.3	Research Recommendations 
In order to improve revenue collection at Muleba District Council, the council should take the following measures: 
a)	Recruit qualified staff on the area of revenue;
b)	Develop adequate plans for revenue collection in Muleba District Council which covers all sources of revenues
c)	Map-out new and existing sources of revenue and establish a register of all sources 
d)	Carry-out feasibility study of all sources of revenue and establish the viability of each source in terms of potential revenue to be collected
e)	Improve the contracts between Private Revenue Collectors and District Council by making sure that performance indicators are clearly stipulated and all clauses of the contract are followed through 
f)		Institute computerized system for revenue collection where all data and information pertaining various sources of revenue collection will be systematically kept and reporting of information is done periodically;  
g)	Provide training to revenue collectors in order for them to be abreast with the likely challenges they might encounter in the process of revenue collection as well as being conversant with the potential sources of revenue; and
h)	Enhance Monitoring and Supervising revenue collectors in order to ensure that there is high level of adherence to the stipulated laws, regulations and revenue collection plans and targets.
5.4	Evaluation of Research Questions
Literature review for understanding the sources, planning, setting the amount to be collected in each source of revenue, process of revenue collection, monitoring and evaluation of revenue collected and enforcement of laws and regulations regarding revenue collection in Tanzania has led the author  answering the research questions addressed in chapter one. The first Research Question was “identifying all sources of revenue and the estimated volume of collection in Muleba District Council”

The following challenges were addressed:-
i)	The risk to low level of Revenue Collection 
ii)	Mapping out all sources for revenue collection and their level of contribution to the revenue of the Muleba District Council 
iii)	The required level of efficiency of managing the identified sources of revenue 
iv)	Reasons for the failure to adequately managed the identified sources of revenue collection 

The second Research Question was “assessing the mechanism for revenue collection and its actors put in place”

The following challenges were addressed:-
i)	Failure of MDC to have adequate and dynamic processes in place to identify existing and new risks faced particularly on the level of willingness in paying revenue;
ii)	Some decisions are taken in ignorance of the associated risks, regardless of their possible impact on businesses; and 
iii)	Failure to have adequately defined mechanisms for revenue collection at MDC.

The third Research Question was “on established known factors for determining collection of revenue in the District”

The following challenges were addressed:-
i)	Failure of the revenue collectors to establish the main factors for determining revenue collection at MDC and accommodate them in their plans; and  
ii)	The extent of contribution of the each factor in the amount of revenue collection within MDC.

The fourth Research Question was “consequences faced by the MDC while rendering services to the people due to low revenue collection”

The following challenges were addressed:-
i)	Its effects on the implementation of the development plans within the council;
ii)	The extent of effects observed on the implementation of those development plans and projects; and 
iii)	Sectors mostly affected.

The fifth Research Question was “measures/methods taken to reduce the problems of under collection of revenue”.
The following challenges were addressed:-
i)	Measures taken to reduce the problem of revenue collection at Muleba District Council; and  
ii)	The extent to which various measures were addressed during the course of addressing the problem of low revenue collection.  
iii)	Failure of the revenue collectors to remit their dues/collection on time as stated on the contract between them and District Council.
iv)	Failure to record actions that have been taken against revenue collectors who have failed to remit their collections on time. 














Alderfer H (1964). Local Government in Developing Countries, Mc Graw-Hill. 
Allingham, M.G and Sandmo, A (1972). ‘Income tax evasion: A theoretical analysis. Journal of Public Economics.
Analysis’ Journal of Public Economics, 1 (Nov,) 323 – 338. Educational Publishers and Distributors Ltd, Tanzania.
Christian Von Haldenwang, Armin von Schiller & Melody Garcia (2014), Tax Collection in Developing Countries, New Evidence on Semi-Autonomous Revenue Agencies (saraS), The Journal of Development studies.
Fjelstad, Odd-Helge (2004). Local Government Finances and Financial   Management in Tanzania, Observations from Six Councils, 2000 – 2003, Special Paper, No.16, Dar es Salaam.
Glautier, M.W.E. & Under down B (1991). Accounting Theory and Practice, Fourth Edition, Pitman, London.
Levi, M. (1997). Consent, Dissent, and Patriotism, Cambridge: Cambridge University Press.
Manual Rodriguez Bolivar, Andres Nasawo Galera, Laura Akaide Monoz & Maria Deseada Lopez Subires (2015): Risk Factors and Drivers of Financial stability in Local Government. 
Max O.A (1991), The Development of Local Government in Tanzania Mc Graw-Hill, New York.
Odd-Heldge Fieldstad (2004). New Challenges for Local Government Revenue, enhancement – Chr. Michelsn Institute.
Petrovsky and Avellaneda (2014): Mayoral Public Sector Work Experience and Tax Collection Performance in Colombia Local Governments, International Public Management Journal.
REPOA (2004).A paper on the budget cycle in Tanzania: Issues relating Local Government, REPOA
REPOA (2006). Local Government Reform in Tanzania 2002 – 2005: Summary of Research Findings on Governance, Finance and Service Delivery.
Report on Development of a strategic Framework for the Financing of Local Government in Tanzania  (June 2005). 
Semboja and Therkildsen (1992). Short term resources Mobilization for Recurrent Financing of Rural Local Government in Tanzania ERB.
TGNP (2006). Is the 2006/2007 Budget pro-poor and gender Sensitive? Need for a new Alternative Budget Framework, Issue No.2 2006.
URT (1982). The Local Government Finance Act No. 9 of 1982 (amended).
URT (1983). The Local Government (Urban Authorities) Rating Act of 1983.
URT (1984). A Handbook, Government Budget Management in Tanzania, Government Printing Press, Dar es Salaam.
URT (1997). The Local Authority  Accounting Manual (LAAM) – 1997
URT (1997). The Local Authority Financial memorandum, 1997 (amended).
URT (2003). By – Laws of Muleba District Council from 2003 - 2010








I am conducting a research on assessing the factors contributing for under collection of revenues in local Governments Muleba District Council (MDC) as a case study. Please assist me by filling the questionnaires aimed at gathering data/information which will assist in determining the factors contributing for under collection of revenues. All responses will be treated as confidential. 

A: Background Information
1.	Respondent’s name (Optional) ……………………………
2.	Age ……………………………
3.	Sex (tick where is applicable)
i.	Male
ii.	Female






5.	Are you the Employee of Muleba District Council? (Tick where is applicable)
i.	Yes
ii.	No
6.	If yes, in which Department/Section do you work? ……………………………
7.	When did you start working with this Organization? ……………………………

B: Sources of Revenue of Muleba District Council 







9.	To what extent do you think that the following sources of revenue contributed to the revenue collection in Muleba District Council? (Tick the appropriate place)
Sources of Revenue	Level of Effectiveness









Revenue from agricultural and forestry products 				
Market fees				
Bus stand and car parking 				
10.	Do you think that the above mentioned sources of revenue are managed efficiently? 
a)	Yes
b)	No
c)	I am not sure.
11.	If no, what are the main reasons for the MDC failure to adequately manage the mentioned sources of revenue? (Tick if it is  appropriate)
REASONS FOR INADEQUATE MANAGEMENT OF SOURCES  	
Lack of enough qualified staff	
Lack of adequate plans 	
Some sources of revenue are not known	
Lack of feasibility study 	
Management is not paying attention 	
Dishonest of revenue collectors 	
Lack of enforcement  on revenue collection	
Unwillingness to pay revenue	

C: Mechanism for Revenue Collection 
12.	Which of the following actors are preferably used by MDC in collecting revenue?
a)	Revenue Collection Agents
b)	Muleba District Council 
c)	Ward Executive Officers
d)	All of the above
13.	To what extent do you think that these actors are effective in revenue collection? (Tick the appropriate place)
Actor 	Level of Effectiveness






D: Factors for Determination of Revenue Collection 








15.	To what extent do you think that these factors are influencing or determining revenue collection at Muleba District Council? (Tick the appropriate place)
Factors 	Level of Effectiveness







16.	To what extent do you think that the following factors are contributing to the failure of revenue collection? (Tick the appropriate place)
Factors 	Level of Effectiveness
	To a large extent	To some extent	To a small extent	Not at all
Poor Financial Records				
Lack of enough equipment				
Inadequate staff				
Resistance to pay revenue				
Failure to carry out feasibility study				
Failure to notify people on time of their dues				

D: Consequences for Low Revenue Collection 
17.	Does low revenue collection in Muleba District Council affect Development Plans?
a)	Yes
b)	No
c)	I am not sure
18.	If yes, to what extent do the following effects have been observed as a result of low revenue collection? (Tick the appropriate place)
Observed effects	Level of Effectiveness
	To a large extent	To some extent	To a small extent	Not at all 
Delay in completing development projects such as schools, dispensaries etc, 				
Low reputation to the District Council				
Failure to get timely the required social services 				
Poor social services to the people				
Low level of productivity among the people				








E: Methods employed to reduce the problem of revenues collection at Muleba District Council.
20.	Are there any measures/methods Muleba District Council took to reduce the problem of revenue collection? (Tick where is applicable)
a)	Yes
b)	No
21.	If yes, to what extent the following measures have been taken to reduce the problem of revenue collection? (Tick the appropriate place)
Measures Taken	Level of Effectiveness
	To a large extent	To some extent	To a small extent	Not at all
Recruit qualified staff				
Develop adequate plans for revenue collection				
Map-out new and existing sources of revenue and establish a register of all sources 				
Carry-out feasibility study 				
Improve the contracts between Revenue Collectors and District Council				
Institute computerized system for revenue collection and reporting				
Provide training to tax collectors 				
Monitoring and supervising revenue collectors 				



















Appendix ii: Interview Guide
The following were the interview guide questions used by the Researcher when interviewing various respondents including Muleba District Council’s Staff, Heads of Departments of MDC, Ward Executive Officers, Revenue collection Agents and Residents/Taxpayers:

Question 1: 	Does the MDC identify all sources of revenue and the estimated volume of collections?
1.1	Mention the sources of revenue identified and available at MDC.
1.2	Do you think that the identified sources of revenue at MDC are exhaustive?
1.3	Are there any other new sources of revenue which were supposed to be established? Mention them if any.
1.4	Are the available sources of revenue managed effectively?

Question 2: Does the mechanism for revenue collection and its actors put in place?
2.1	Who are the collectors of revenue used by MDC? Mention them.
2.2	Among the actors/revenue collectors mentioned above, whom do you think collects more revenue than others?
2.3	What kind of mechanism have been instituted by MDC to ensure that revenue collection is done efficiently? Are they working properly?

Question 3: 	Does the council establish known factors for determining collection of revenue in MDC?
3.1	What factors do you think that influence the collection of revenue at MDC? Mention them.
3.2	Do you think that the established factors are exhaustive? Or there are other factors ought to be considered?

Question 4: 	What kind of consequences faced by MDC in rendering services to people due to low revenue collection?
4.1	What do you think are the factors which contribute for under collection of revenue at MDC? Mention them.
4.2	In what ways, do you think that low revenue collection at MDC affect the implementation of Development Plans? 
4.3	What do you think are other effects of low revenue collection at MDC apart from inadequate implementation of development projects? Mention them.

Question 5: 	What are the measures taken to reduce the problem of under collection of revenue?
5.1	Do MDC take any measures to reduce the problem of under collection of revenue?  If yes, mention them.
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